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Instrument Amount Rating Action

Cash Credit Limits Rs. 110.00 crore [ICRA]|BBB+ (Positive); outlook
revised from ‘Stable’ to ‘Positive’

Term Loans Rs. 20.00 crore [ICRA]BBB+ (Positive); outlook

(reduced from Rs 25.54 crore) revised from ‘Stable’ to ‘Positive’

Letter of Credit / Bank Guarantee Rs. 24.50 crore [ICRA]BBB+ (Positive); outlook
revised from ‘Stable’ to ‘Positive’

Purchase Bills Discounting/ Rs. 16.00 crore [ICRA]A2; reaffirmed

Demand Loans/Overdraft Limits (reduced from Rs 21.00 crore)

ICRA has reaffirmed the long-term rating of [ICRA]BBB+ (pronounced ICRA triple B plus) to the Rs. 110.00-
crore’ cash credit limits, Rs. 20.00-crore (reduced from Rs 25.54 crore) term loans and Rs. 24.50-crore non-
fund based limits of Khadim India Limited (KIL)>. The outlook on the long-term rating has been revised from
‘Stable’ to ‘Positive’. ICRA has also reaffirmed the short-term rating of [[ICRA]JA2 (pronounced A two) to the Rs.
16.00-crore (reduced from Rs. 21.00 crore) fund-based limits of KIL.

The rating action takes into account the improved financial performance of the company on the back of
increased realisations on the one hand and streamlining of operations, which has led to control on costs, on the
other. As a result, the operating profitability has improved by almost 700 bps in FY2016. Consequently, KIL’s
capital structure and debt coverage indicators also witnessed improvement. ICRA expects KIL’s debt coverage
indicators to further improve going forward, a trend which is already visible in the first quarter of FY2017. The
ratings continue to factor in KIL’s long track record of operations with more than five decades of presence in the
domestic footwear industry, its strong distribution network and established brand name, which mitigate demand
risks to some extent.

The ratings, however, continue to be constrained by the competitive nature of the domestic footwear industry,
marked by the presence of multiple branded footwear manufacturers, along with a large unorganised sector
and high geographical concentration of sales for KIL. Since KIL outsources a major part of its production, the
company’s profits remain exposed to its ability to control the trading costs for outsourced products. ICRA also
notes that given the company’s plans to increase its presence in the western and northern regions, which may
lead to higher marketing costs and higher working capital requirements, the liquidity position is likely to remain
under pressure. ICRA also notes that the timeline for the exit of the private equity (PE) investor is approaching,
and any potential large payment obligation on the promoter, on account of the PE exit, remains a key rating
sensitivity. The company’s ability to profitably scale up its wholesale footwear business while keeping the
working capital requirements under control would remain key determinants of its risk profile, going forward.

Company Profile

Khadim’s was founded in 1965, when the promoter Lt. S.P. Roy Burman acquired a shoe store in Kolkata.
Subsequently in 1981, the business was incorporated in the name of S.N. Footwear Industries Pvt. Ltd. During
the year 2005, the company’s status was changed from a private limited company to a public limited company
under the name of Khadim Chain Stores Limited. Further, in August 2005, the name was changed to Khadim
India Limited (KIL). KIL manufactures and retails footwear and accessories. Additionally, the company was also
involved in two non-core businesses in West Bengal that included retailing of gold jewellery (having a chain of
three stores), which has been closed in FY2016, and a large format retail store, which was closed w.e.f.
January 21, 2015.

Up to FY2013, the complete ownership of the company was with the promoter group and associate companies.
However, in FY2014, a private equity firm took a stake of 33.8% in KIL.

1100 lakh = 1 crore = 10 million
2 For complete rating scale and definitions please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications
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Recent Results

The company has reported a profit after tax (PAT) of Rs. 25.24 crore on an operating income (Ol) of Rs. 537.48
crore in FY2016 against a loss (PAT) of Rs. 18.65 crore on an Ol of Rs. 461.47 crore in FY2015. KIL has
posted a provisional PAT of Rs. 8.20 crore on an Ol of Rs. 158.92 crore in Q1FY2017 against a provisional
PAT of Rs. 4.67 crore on an Ol of Rs. 137.62 crore in Q1FY2016.
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